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NOTICE  OF  CONFIDENTIALITY  RIGHTS:  A  NATURAL  PERSON  MAY  REMOVE  OR 
STRIKE  ANY  OR  ALL  OF  THE  FOLLOWING  INFORMATION  BEFORE  IT  IS  FILED 
IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR 
DRIVER'S  UCENSE  NUMBER. 

XTO  REV  PROD  88  (7-69)  PAID  UP  (04fl7/D7)B 

OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  XZday  of  Apyi  (  .  2008,  between  Elmer  R.  Kelley  and  wife,  Rosalie  Y.  Kelley,  both  individually  and 
as  trustees  of  the  Elmer  R.  Kelley  and  Rosalie  Y.  Kelley  Revocable  Living  Trust,  Lessor  (whether  one  or  more),  whose  address  is:  8901 
WTNESSETHriVe  ^  WOrth'  Texas  7$179,  and  XT0  En*rsy  Inc.,  whose  address  is:  610  Houston  St,  Fort  Worth,  Texas  76102,  Lessee, 

1 .  Lessor,  in  consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and  of  the  covenants  and 
agreements  of  Lessee  hereinafter  contained,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  hereby  lor  the  purposes  and  with  the 
Jh™8^!."9™  0LwPn!3?'  dnMLmininS  ^  °P,era,ir,g  for.  producing  and  owning  oil,  gas,  sulphur  and  all  other  minerals  (whether  or  not  similar  to 
S^S^SjKSJS96*^  *ih  ™?  ng,3  p  make  surveys  on  said  fend,  lay  pipe  lines,  establish  and  utilize  facilities  for  surface  or  subsurface 
disposal  or  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks,  power  stations,  telephone  lines,  employee  houses  and  other  structures 
2JL!5SJESl  !J!C9S^?[y  or.useful  In  Lessee's  operations  in  exploring,  drilling  for,  producing,  Seating,  storing  and  transporting  minerals  produced 
from  the  land  covered  hereby  or  any  other  land  adjacent  thereto.  The  land  covered  hereby.lierein  called  "said  land,"  isTocafed  in  the  County  of 
i  arrant,  btate  of  Texas,  and  is  described  as  follows: 

Being  0.355  acres  of  land,  more  pr  less,  Lot  33,  Block  1 ,  Lake  Country  Estates  Addition  to  the  east  side  of  Eagle  Mountain  Lake  in 
Ki^&dS&J^mt'  «nd  S6'1!?  more-.paJ^cVlarLy  *>«rlbed  in  a  General  Warranty  Deed,  dated  May  22,  2000,  from  Elmer  R. 
88  £?i,efc  h4sfeand  "J*  *&•  Elmer  R.  and  Rosalie  Y.  Kelley  Revocable  Living  Trust,  recorded  thereof  in 

al^ywly^  Count*  Twas>  and  «— *  '"eluding  streets,  easements,  and 

This  is  a  non-developmental  Oil  &  Gas  Lease,  whereby  Lessee,  Its  successors  or  assigns,  shall  not  conduct  any 
2?^°Kf,La5d^Ke1i!ler?inli0,I the  8Uri>c*  of  said  lgnd8*  However,  Lessee  shall  have  the  right  To  pool  or  unitize  said  lands, 
or  part  thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit. 

HQ^SSl!^f/!&^frs  ^  '**  ^if131  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 

«!^R2d^?dJ^iw/,ed  wd£irT,ed  by  Lessor  by  ImNafon,  prescnption,  possession,  reversion,  after-acquired  title  or  unrecorded  instrument  or  (b) 
astowhicn  Lessor a  preference  right  of  acquisition.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  by  Lessee  tor  a  more 
S^EjJ^SP^S  d^F*Lof  ^JrE0*1-  l!or  *P  Pi"P?s?  of  determining  the  amount  of my  bonus  or  other  payment  hereunder,  said  land  shall 
be  deemed  to  contain  0.355  acres,  whether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  In  any  tract  shall  be  deemed  to  be 
the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  tease  and  all  rights  and  options  hereunder. 

.  2.  Unless  .soonertenninatec I  or  longer  kept  in  force  under  other  provisions  hereof,  this  tease  shal  remain  in  force  for  a  term  of  3years  from 
the  date  hereof,  hereinafter  called  "pnrnary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  upon  said  land  with 
no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3.  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells,  Ihe  equal 
i&SSl^A1^^  !rt*^£^i£?8e^lDm  5?£  ^  S1^  *om  Bn»  to  tinw.  at  fte  option  of  Lessee,  to  pay  Lessor  the  average  posted 
E^fi^SfSfili*-  JS*£  <!  *  fo-Eg?8  a-s  W  is  run  to  the  pipe  line  or  storage  tanks,  Lessor'slnterest  in  either  cas*  fobear 
Mt Qfc!££!*4 10  renc£r  rt  fV?$,ete;bte  «*  line  oil;  (b  To  pay  Lessor  on  gas  and  casinghead  gas  produced  from  said  land  (l)  when 
^.^^?^nfe^i!2  k^T'  a^en^of^well,  or  (2)  when  used  by  Lessee  off  said  land  or  in  the 

of9as9*n?  cm- otr>er  products,  me  market  value,  at  the  mouth  of  the  weB,  of  1/4  of  such  gas  and  casinghead  gas;  (c)  To  pay  Lessor  on 

*2Sf£ «  •?*?*5f  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of  rj  w  primary  term  or  at  any 
time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  landor  any  portion  thereof  has  been  pooled  capable  of 
producing  oil  or  gas.  and  all  such  wells  are  shuhn,  this  lease  shall,  nevertheless,  continue  in  force  as  though  operations  were  being  conducted 
on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  tease  may  be  continued  in  force  as  if  no  shuMn  had  occurred.  Lessee 
^^1^?n5Ka5.,^,t°u1se  rea*£ab'e  f£^t0J^u^fete-  cf_n^,^.the  minerals  capable  of  being  produced  from  said  wells,  but  in  the 
exerdseof  sj^diligence,  Lessee  shall  not  be  obigated  to  Install  or  furnish  facilities  other  than  well  facilities  and  ordinary  lease  facilities  of  flow  lines. 


or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  in  the  ownership  of  shut-in  royalty.  If  at  any  time  thai  Lessee 
pays  or  tenders  shut-in  royalty,  two  or  more  partes  are,  or  claim  to  be,  entitled  to  receive  same.  Lessee  may,  in  lieu  of  any  other  method  of 
payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified,  either  jointly  to  such  parties  or  separately  to  each  in 
accordance  with  their  respectve  cwnershps  thereof,  as  Lessee  may  elect  Any  payment  hereunder  may  be  made  by  check  or  draft  of  Lessee 
deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a  depository  bank  provided  for  above  on  or  before  the  last  date  for 
payment  Nommgheran  shall impair J-essee's  right  to  retease  as provided  in  paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in  whole 
or  in  part,  Babilty  tor  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally  asto  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right  at  its  option,  to  pool  or  unitize  any  tend  covered  by  this  tease  with  any  other  land  covered  by  this  lease 
an*OTth  any  otn£Tjand'  tease,  or  teases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres, 
plus  Wo  acreage  tolerance;  provided 

ffl  006  SL"^  h°*»"Mo  as  to  contain  not  more  than  640  surface  acres  plus  1 0%  acreage  tolerance,  if  limited  to  one  or  more  of  the  following: 
(1 )  gas,  other  than  caanghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquSs  in  the  subsurface  reservoir,  (3)  minerals  producer! 
from  wells  classified  as  gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the 
S3^iJ?55&!d'  wf^L^rgem^LarB  tf*™??^  requ'red  ™[  any, a>verrmertal  rule  or  order,  for  the  drffng  or  operation  of  a  well  at  a 
regular  bcatooor  for  obtaining  maximum  allowable  from  any  well  to  be  drifted,  drilling,  or  already  drilled,  any  such i  unit  may  be  established  or 
enla-ged  to  cOTtormto  the  aze  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit 
bywecuta^n  instrument  .identifying  such  unit  and  filing  it  for  record  in  the  public  office  in  which  this  tease  is  recorded.  Such  unit  shall  become 
ettecoye  as  of  the  date  provided  for  in  sad  instrument  or  instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
shall  become  eflectwe  on  the s  date such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any 
time  and  from  time  to  time  whie  this  lease  ts  in  force,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said 
tend,  or  on  the  rjorapn  of  said  land  included  in  the  unit  or  on  other  tend  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective 
tor  at!  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  in  lands  within  the  unit  which  are  not  effectively 
pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for  aP  purposes,  except  the  payment  of 
royalty,  operations  cc^ucted  upon  said  tend  under  this  tease.  There  shall  be  allocated  to  the  land  covered  by  this  lease  within  each  such  unit  (or 
to,  each  separate  tract  withri  the  unit  if  this  tease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized 
minerals  from  the  unit  after  deducting  any  used  in  tease  or  unit  operations,  which  the  number  of  surface  acres  In  such  land  (or  in  each  such 
separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit,  and  the  production  so  allocated  shall  be 
corXdSredi?r  m  P«n»ses,  ireJuding  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire 
production  of  unitized  minerals  from  the  land  to  which  allocated  in  the  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease. 
The  ovvner  of  thereversionary  estate  of  any  term  roya  Ity  or  mineral  estate  agrees  that  the  accrual  of  loyalties  pursuant  to  this  paragraph  or  of 
shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  Trie  formation  of  any  unifhereunder 
which  includes  la^^  covered  by  this  lease  shad  not  have  the  effect  of  exchanging  transferring  any  interest  under  this  lease  (including,  without 
lirrtfcrton,  any  shut-in  royalty  which  may  become  payable  under  this  tease)  between  parties  owning  interests  in  land  covered  by  this  tease  and 
Partes  owning  interests  in  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof, 
except  that  Lessee  may  not  so  retease  as  to  lands  within  a  unit  white  there  are  orjeratfons  thereon  for  unitized  minerals  unless  alt  pooled  leases 
are  released  as  to  lands  within  Ihe  unit  At  any  time  white  this  tease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for 
record  n the  publfo .once  where this  lease  is  recorded  a  declaration  to  that  effect  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 
such  unft.  Any  unit  foimed  may  be  amended,  re-formed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
original  forming  thereof  by  filing  an  appropnate  instrument  of  record  in  the  public  office  in  which  the  pooled  acreage  is  located.  Subject  to  the 
provisions  of  this  paragraph  4,  a  unit  once  established  hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  shall  remain  in  force.  If 


^  n°w  ?r  hereafter  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  interests  as  between  anv  such  seoarate  tracts  intend 
orshall  be  implied  or  r^ult.merery  from  the  inclusion  of  such  separate  tracts  within  this  lease  bit KffilerKS  Kfehtto 
poolor  unrtize  asproyided  in  thisparagraph  4  with  consequent  allocation  of  production  as  herein  pwSed  As  used  in i  ti^ra^raoh ^3  tiE 
mmS^^SSS  ^  royalty  differin9- now  or  ^realtor,  e&Tto  p^^ 

„ar+  5-  tf^^y?  ^ytin^  and  from  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  anv 
part  or  all  of  said  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  ^  rSS^  acre^e  or  inKst 

0  -A         yjPL0^,-'0  ttfe6?88  "operafcns"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drHlsite  location 

S^EX^to^  recompleting,  deepening ,  ddetaddrfa,  plugging  bacK  SESSS&c Tof  SVSThSS 

wh^eVornrtto^^ 

r^J^^^S^^S^^'  ^  roya^.  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  an 
2SH^^rSS^LLe^S.in5^e  "9"*  ala%^f.i0  rem-°ve  a"  machinery  and  fixtures  placed  on  safc  land,  including  meright  to  draw 
tSu^T^^S^^'iS^  dnlted  nearer  than^OO  feet  to  the  house  or  bam  now  on  said  land  without  the  consent  of  the  Lessor  Lessee 
shaH  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land.  lwwd 

covenants,  obligations,  and  considerations  of  this  lease  shalfextend  to  and  be  bimfing  upon  ttie  parties  hereto,  their  heirs  successors  asskins 

M^te^-ordiminS'  **       °f  <-©ssee.  including,  but  not  limited  to,  the  location  and  drilfingof  wells  and h3w>n^remerrt 
of  production.  Notwithstanding  any  other  actual  or  constructive  knowledge  or  notice  thereof  of  or  to  Lessee  u*  "«w»«w»»"i 


oertfied  copies  of  the  instruments  which  have  been  properly  filed  for  record  and  which  evidence  such  change  or  division,  and  of  such  court 
records  and  prayings,  transcripts,  or  other  documents  as  shall  be  necessary  in  the  opinion  of  such  recorcTowner  to  establish  the  validity  of 
such  change  or  division.  If  any  such  change  in  ownership  occurs  by  reason  of  the  death  of  the  owner,  Lessee  may,  nevertheless  pay  or  tender 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

9.  In  theevent  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied.  Lessor  shall  notify 
Lessee  in  writing,  setting  put  specifically  in  what  respects  Lessee  has  breached  this  contract  Lessee  shall  Ihen  have  sixty  (60)  days  after  receipt 
of  said  notice t  within  which  to  meet  or  commence  to  meet  all  or  any  part  of  the  breaches  aleged  by  Lessor.  The  service  of  said  notice  shall  be 
precedent  to  the  bnnging  of  any  acton  by  Lessor  on  said  lease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of  sixty  (60)  days 
after  service  of  such  notice  on  Lessee.  Neither  the  service  of  said  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or  any  of  the 
alleged  breaches  shall  be  deemed  an  admission  or  presumption  that  Lessee  has  failed  to  perform  all  its  obligations  hereunder.  If  this  tease  is 
canceled  for  any  cause,  it  shall  nevertheless  remain  in  force  and  effect  as  to  (1 )  sufficient  acreage  around  each  wel  as  to  which  there  are  operations 
to  constitute  a  drdling  or  maximum  allowable  unit  under  applicable  governmental  regulations,  (But  in  no  event  less  that  forty  acres),  such  acreaqe 
to  be  designated  by  Lessee  as  nearly  as  practicable  in  the  form  of  a  square  centered  at  the  well,  or  in  such  shape  as  then  existing  spacing  rules 
require;  and  (2)  any  part  of  said  land  included  in  a  pooled  unit  on  which  there  are  operations.  Lessee  shal  also  have  such  easements  on  said  land 
as  are  necessary  to  operations  on  the  acreage  so  retained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary 
or  convenient  for  current  operations. 

10.  Lessor  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
interests  hereunder  shall  be  charged  pnmanry  with  any  mortgages,  taxes  or  other  Bens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
agrees  that  Lessee  shall  have  the  nght  at  any  time  to  pay  or  reduce  same  for  Lessor,  either  before  or  after  maturfty,  and  be  subrogated  to  the 
rights  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  may  become  payable  to  Lessor 
and/or  assigns  under  this  lease.  If  this  lease  covers  a  less  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  all  or  any  part  of  said  land  than  the 
entire  and  undivided  fee  simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein,  then  the  royalties  and  other 
moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  full  interest,  shall  be  paid  only  in  the  proportion  which  the  interest 
therein,  if  any,  covered  by  this  tease,  bears  to  the  whole  and  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shal!  be  paid  out  of  the  royalty  herein  provided.  This  tease  shall  be  binding  upon  each  party  who  executes  it  without 
regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

11.  If,  while  this  lease  is  in  force,  at,  or  after  the  expiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
wel  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of  ( 1 )  any  law,  order,  rule  or  regulation, 
(whether  or  not  subsequently  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar,  (except  financial)  beyond  the 
reasonable  control  of  Lessee,  the  primary  term  hereof  shaH  be  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

12.  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  wellfs)  and/or  wellbore(s)  on  said 
tend,  other  than  existing  water  wells,  and  for  all  purposes  of  this  lease  the  re-enby  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shaH  be 
deemed  the  same  as  the  drtling  of  a  new  well. 

13.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  wen  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producinq  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

1 4.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restnctjons  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling, 
reworking  or  other  operations  are  either  restricted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  any  such 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  tease, 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land.  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  tease, 
except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 
Lessor. 


BY:  ELMER  R.  KELLEY 


STATE  OF  TEXAS 

county  of  Ihrt/xM- 

This  instrument  was  acknowledged  before  me  on  the  l"7    day  of  A-p£f  I  ,  2008,  by  Elmer  R.  &  Rosalie  Y.  Kelley 


Revocable  Living  Trust,  Trustees. 


